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the quality and coordination of 
health care and slow the growth 
of spending. The “patient-centered 
medical home” (PCMH) and the 
“accountable care organization” 
(ACO) are two widely discussed 
models for delivery-system reform 
that take complementary ap-
proaches to achieving these goals. 
The PCMH model emphasizes the 
creation of a strong primary care 
foundation for the health care sys-
tem, and the ACO model empha-
sizes the alignment of incentives 
and accountability for providers 
across the continuum of care. With 
support from the Commonwealth 
Fund, we recently met with other 
leaders involved in the develop-
ment of these models to clarify 
their key elements and identify 

ways of ensuring that such re-
forms are mutually reinforcing.

The PCMH model builds on 
substantial evidence demonstrat-
ing that greater emphasis on pri-
mary care can result in higher-
quality care at lower cost. The 
model combines the core tenets 
of primary care (first-contact care 
that is continuous, comprehen-
sive, and coordinated across the 
care continuum) with 21st-cen-
tury practice innovations such as 
the use of electronic information 
systems, population-based man-
agement of chronic illness, and 
continuous quality improvement. 
One important cornerstone of this 
model is a focus on meeting the 
needs and preferences of patients; 
another is payment reform that 

improves reimbursement to pri-
mary care practices and rewards 
high performance. The model is 
widely endorsed by purchasers, 
payers, physicians, and patient-
advocacy groups, and multipayer 
medical home demonstration 
projects are under way through-
out the country.

The challenges to implemen-
tation of the PCMH model in-
clude two issues that lie beyond 
the direct control of the primary 
care practice.1 First, although the 
model calls for primary care prac-
tices to take responsibility for 
providing, coordinating, and in-
tegrating care across the health 
care continuum, it provides no 
direct incentives to other provid-
ers to work collaboratively with 
primary care providers in achiev-
ing these goals and optimizing 
health outcomes. Second, although 
evidence suggests that increased 
investment in primary care can 
result in savings from several 
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With discussions about U.S. health care reform 
focused heavily on insurance reforms, rela-

tively little attention has been paid to the delivery-
system reforms that will be required to improve 
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types of reductions — for exam-
ple, inappropriate use of tests 
and procedures, emergency de-
partment utilization, and hospi-
talizations for conditions that 
could be treated in an outpatient 
setting — most primary care 
practices do not have financial 
arrangements that allow them to 
share in these savings. The effect 
on total costs of implementing 
the PCMH model alone could be 
limited, because primary care 
physicians have little direct lev-
erage over other providers in the 
care continuum, and under the 
largely fee-for-service payment 
system it is unlikely that other 
providers will respond to reduc-
tions in the number of referrals 
or admissions by allowing their 
incomes to fall. These limitations 
could be addressed most readily 
if the model were implemented 
in the context of a larger entity 
such as an ACO.2

An ACO is a provider-led orga-
nization whose mission is to man-
age the full continuum of care 
and be accountable for the over-
all costs and quality of care for 
a defined population. Multiple 
forms of ACOs are possible, in-
cluding large integrated delivery 
systems, physician–hospital orga-
nizations, multispecialty practice 
groups with or without hospital 
ownership, independent practice 
associations, and virtual inter-
dependent networks of physician 
practices.3 ACOs could receive fee-
for-service payment and share in 
any cost savings achieved rela-
tive to a risk-adjusted projected 
spending target for their patient 
population; alternatively, payment 
could be partially or fully capi-
tated, with risks and gains both 
being shared by all providers. Per-
formance measurement to evalu-
ate the quality of care and to 
prevent potential overuse (in fee-

for-service organizations) and un-
deruse (in capitated ones) is a 
cornerstone of the model. Some 
evidence suggests that more fully 
integrated ACOs provide higher-
quality, more efficient care than 
smaller, more loosely organized 
ones.4 Challenges to the imple-
mentation of the ACO model in-
clude the need for strong leader-
ship to address the cultural, legal, 
and resource-related barriers to 
creating new provider organiza-
tions in many communities.5

Regardless of the organization
al structure, an ACO will not suc-
ceed without a strong foundation 
of high-performance primary care. 
The current shortage of primary 
care capacity and the outdated 
infrastructure of most primary 
care practices could limit the suc-
cessful implementation of ACOs; 
conversely, investment in the 
PCMH model could accelerate the 
development of high-performing 
ACOs. The fact that the ACO 
model does not explicitly require 
support for primary care has led 
to considerable concern that ACOs 
dominated by hospitals or spe-
cialists would not adequately in-
vest in primary care — or that 
hospitals and specialists would 
garner a disproportionate share 
of any savings. Because it is 
widely recognized that increased 
investment in primary care is 
needed to slow the overall rate 
of growth in spending, finding 
a way to ensure adequate support 
for primary care will be critical 
to the design and implementa-
tion of ACOs.

As both models move through 
pilot programs toward implemen-
tation, we have identified several 
strategies for ensuring that they 
are mutually reinforcing. First, 
accreditation and certification 
processes should be aligned. The 
National Committee on Quality 

Assurance (NCQA) has a volun-
tary PCMH recognition program 
that has been used in many of 
the early medical home initiatives. 
There is ongoing debate about 
the best criteria for recognizing 
a practice as meeting the stan-
dards of a PCMH, and the NCQA 
is seeking input on this topic 
from stakeholders. No ACO ac-
creditation or certification pro-
cess has yet been developed, but 
when one is, it will be critical to 
include criteria that ensure suf-
ficient primary care capacity for 
the patient population and to 
closely align the standards with 
those of PCMH recognition.

Second, because successful im-
plementation and evaluation of 
both models will require measure-
ment of performance, a common 
set of primary care performance 
measures should be developed; 
these should be consistent with 
the domains outlined in the Com-
monwealth Fund’s “2020 Vision 
of Patient-Centered Primary Care” 
(e.g., timely access to care, coor-
dination of care, and engage-
ment of patients) and endorsed 
by the National Quality Forum. 
Performance measurement for de-
termining the amount of shared 
savings or other financial incen-
tives for ACOs must weight pri-
mary care measures heavily rath-
er than focus narrowly on metrics 
related to hospital care.

Third, the payment mecha-
nisms used must align the incen-
tives of the two models to increase 
accountability for total costs 
across the continuum of care 
while ensuring that a sufficient 
investment is made in primary 
care capacity. In Medicare and 
other demonstration projects, in-
centives should be aligned so that 
primary care practices could bene-
fit financially from simultaneous 
participation in both PCMH and 
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ACO pilots. Because transforming 
primary care in accordance with 
the medical home model requires 
considerable resources, incentives 
for both quality and savings 
should emphasize high levels of 
primary care performance to en-
sure that ACOs provide adequate 
support to their primary care pro-
viders to enable them to attain 
and sustain the essential capabili-
ties of a PCMH.

These two approaches are syn-
ergistic models of delivery-system 
reform that, together, promise to 
redirect the U.S. delivery system 
toward reduced cost growth and 
improved quality. ACOs will re-
quire a strong primary care core 
to succeed and, in turn, can pro-
vide essential delivery-system in-
frastructure beyond the primary 
care practice to ensure the full 
realization of the PCMH model. 
Ongoing evaluation of both mod-
els, preferably in combination and 
in diverse settings, is essential. 
Demonstrations should be de-

signed as pilot tests that can be 
continued if successful, modified 
as necessary, and (when success-
ful) implemented broadly, with 
continued adaptation. Finally, one 
of the most important elements 
of federal health care reform will 
be expanding the capacity of fed-
eral agencies, including the Cen-
ters for Medicare and Medicaid 
Services and the Agency for 
Healthcare Research and Quality, 
to implement, support, and eval-
uate these promising delivery-
system reforms.
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